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Mr.  President,  Mr.  Speaker  and 

Members  of  the  40th  Legislative  Assembly: 

Approximately  77  years  a^o,  Montana's  first  Governor, 
Josei3h  K.  Toole,  delivered  a  courageous  message  to  a  Mon- 
tana legislature  so  rife  with  dissension  that  it  had  difficulty 
organizing. 

The  year  was  18cS9.  Only  a  month  l)efore  the  Governor 
made  his  address,  Montana  had  been  granted  statehood. 
There  was  no  fanfare  or  special  celebration  of  this  important 
event  because  the  times  were  serious  ones  .  .  .  just  as  today's 
times  are  serious. 

"Government  will  be  felt,  if  at  all,  most  in  its  benefits 
and  least  in  its  restraints,"  Governor  Toole  told  our  first 
legislature.  He  went  on  to  make  positive  reconunendations 
concerning  water,  irrigation,  homesteads,  labor,  corjjorations, 
the  prison  and  the  state  hospital. 

He  had  one  note  of  cheer. 

"After  the  payment  of  all  outstanding  claims  and  in- 
debtedness ...  I  think  the  state  will,  on  January  1  st,  ensuing, 
have  a  small  amount,  not  exceeding  five  thousand  dollars,  in 
the  treasury." 

As  the  40th  Legislative  Assembly  convenes,  the  people 
of  Montana  can  look  back  upon  some  remarka})le  changes 
since  this  state  came  into  existence  a  short  77  years  ago. 
Progress  has  made  our  problems  at  least  the  e([ual  in  com- 
plexity to  those  of  earlier  days  and  growth  has  made  them 
more  numerous.  Governor  Toole  talked  in  terms  of  thousands 
of  dollars.    Today  we  talk  in  millions. 

Like  Governor  Toole,  who  was  ])roud  to  report  to  a  bud- 
ding Montana  that  its  treasury  was  solvent,  we,  too,  can  take 
pride  in  the  knowledge  that  our  state  is  sound  financially,  as 
it  enters  the  next  biennium. 
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Together  with  steady  industrial  advancement,  liigh  em- 
ployment and  growing  payrolls,  financial  solvency  has  been 
a  goal  achieved.  Special  note  is  due  such  accomplishments 
because  many  of  you  and  many  otlier  Montanans  liave  worked 
hard  to  make  tliem  a  reality. 

We  are  fortunate  to  liave  a  strong  foundation  from  wliich 
to  proceed  as  tlie  ])eoj)le  of  ^Montana  and  tliis  40t]i  Legislature 
face  the  major  decisions  which  each  of  us  knows  must  be 
made. 

Oliver  AVendell  Holmes  wrote: 

"We  nmst  sail  .  .  .  sometimes  with  the  wind  .  .  .  sometimes 
against  it  .  .  .  but  we  must  sail  .  .  .  and  not  drift  .  .  .  nor  lie  at 
anchor." 

So  that  we  will  not  "lie  at  anchor,"  I  am  setting  forth 
today  a  good  many  recommendations  of  the  needs  of  the  State 
of  Montana.  In  doing  so,  I  place  special  emphasis  on  the  word 
"courage." 

That  is  what  is  required  of  all  of  us  if  our  state  is  to  take 
the  giant  strides  necessary  to  its  inunediate  advancement. 

As  your  studies,  your  debates  and  your  visits  with  de- 
partment ])ersonnel  will  reveal  to  you  .  .  .  Montana  stands 
prepared  to  take  such  strides  if  it  is  the  will  of  our  people  and 
this  legislature  that  it  do  so. 

In  the  popular  tradition  of  the  space  age  in  which  we 
live,  I  will  call  the  program  which  is  ])ro]josed  todav  .  .  . 
"Operation  Liftoff." 

Our  objective  at  launcli  is  that  of  new  and  greater  lieights 
of  accomplishment  for  Montana  and  its  peoj^le. 

#        *        #        *        * 

We  are  all  aware  that  Montana  must  seek  new  sources  of 
income.  As  the  Budget  Book  will  reveal,  21  million  additional 
dollars  will  be  needed  in  the  next  biennium,  just  to  continue 
our  programs  already  in  existence. 

But  Montana  cannot  move  forward  or  ser\'e  its  people 
properly  by  limiting  its  services  at  present  levels.  If  we  are 
to  comi)ete  with  otlier  states  and  offer  our  own  citizens  simi- 
lar advantages,  then  we  nmst  provide  for  new  programs  which 
will  allow  Montana  to  meet  the  challenge  of  the  future. 

I  have  additional  recommendations  to  make  to  you,  both 
with  regard  to  revenues  and  with  regard  to  expenditures.   In 
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doing  this,  I  ask  that  we  take  a  progressive  k)ok  at  state  gov- 
ernment and  tlie  services  it  iniist  offer. 

Let  nie  direct  your  attention  to  the  fact  that  90  percent 
of  Montana's  budget  goes  into  three  areas  of  responsibility 
.  .  .  public  education,  [)ublic  welfare,  safety  and  the  state's 
custodial  institutions. 

Of  this  total,  more  than  50  i)ercent  of  our  state  general 
fund  budget  .  .  .  the  lion's  share  of  our  tax  dollars  ...  is  dedi- 
cated to  education.    Xone  of  us  would  have  it  any  other  way. 

Montana  ])eo])le  have  a  ])roud  record  in  the  field  of  edu- 
cation. Our  students  com])ete  and  are  successful  among  those 
of  any  other  grouj)  in  this  nation. 

Not  only  nmst  we  continue  our  efforts  to  educate  our 
young  i^eople  but  we  must  redouhlc  those  efforts  so  that  our 
youth  never  lacks  for  the  pre])aration  it  uuist  have  to  meet  the 
challenge  of  a  rapidly  advancing  Avorld. 

The  best  way  to  reduce  the  cost  of  i)ublic  welfare  is  to 
make  it  possible  for  every  ])erson  to  obtain  the  kind  of  edu- 
cation which  will  ])ermit  him  to  be  a  productive  and  success- 
ful member  of  our  society. 

In  the  educational  field,  the  state  is  res])onsi])le  for  ele- 
mentary, secondary  and  higher  education.  In  addition,  the 
state  must  recognize  a  growing  and  obvious  need  to  improve 
and  expand  vocational  education  ])rograms. 

The  challenge  facing  our  state  and  its  peoi)le  today  is 
that  they  accept,  wholeheartedly,  their  res])onsibility  to  edu- 
cate Montana's  youth. 

It  is  one  thing  to  talk  in  glowing  terms  about  the  future 
.  .  .  but  for  our  young  ])eople  .  .  .  the  future  is  here ! 

Their  needs  .  .  .  and  our  resi^onsibility  ...  is  now! 

With  the  compelling  speed  of  changing  technology  and 
advancing  society,  we  will  fail  our  young  people  if  we  do  not 
provide  answers  to  the  problems  of  the  future  today. 

For  the  support  of  elementary  and  sc^condary  education 
in  our  state,  I  reconmiend  that  we  increase  budget  authority 
for  the  school  foundation  ])rogram.  I  also  reconunend  that  the 
state  support  a  greater  portion  of  this  budget.  These  sched- 
ules are  based  on  the  present  cost  of  oj^erating  our  ])ublic 
schools. 

I  also  urge  that  our  state  assure  a  finance  level  of  S5% 


of  these  increased  schedules  rather  than  the  existing  level  of 
75%. 

Tn  this  manner,  every  school  district  will  be  assured  of 
satisfying  its  budget  need  .  .  .  and  at  the  same  time  property 
tax  levies  for  school  purjjoses  will  be  reduced  substantially. 

In  tiie  field  of  vocational  education,  ^Montana  has  an  ex- 
cellent basis  to  provide  increasing  educational  o])i)ortunity 
to  its  young  peoi)le  who  do  not  intend  to  seek  a  degree  in 
higher  education. 

The  State  Board  of  Education,  as  well  as  other  interested 
groups,  has  made  recommendations  for  this  program. 

The  great  numlier  of  youths  who  do  not  or  cannot  seek  a 
college  degree  make  obvious  the  need  for  the  state  to  enter, 
full  scale,  into  the  fields  of  vocational  and  vocational-techni- 
cal education. 

I  reconnnend  to  you  that  the  State  of  ^Montana  make 
available  $li/2  million  for  the  next  biennium  Avhich,  combined 
with  federal  funds  and  local  sui)port,  Avill  make  possible  at 
least  three  vocational  schools. 

These  would  be  important  additions  to  the  excellent 
teacher  training  and  other  i)rograms  already  under  way  in 
the  vocational  education  field  at  Northern  ^Montana  College 
at  Havre, 

In  making  these  recommendations,  I  ask  that  these  schools 
be  associated  with  existing  high  schools  in  Montana  and  that 
area  designation  remain  with  the  State  Board  of  Education. 

There  is  no  pressing  need  to  create  a  separate  board  for 
vocational  (education.  This  responsibility  properly  lies  with 
the  State  Board  of  p]ducation. 

The  need  for  revenue  increases  in  education  cannot  be 
more  graphically  illustrated  than  through  enrollment  figures 
at  Montana's  six  university  units. 

In  19G0,  these  six  institutions  enrolled  nearly  10,500 
students.  This  fall,  enrollments  reached  nearly  18,000.  By 
1975  there  will  be  approximately  28,000  students  on  the 
campuses  of  our  colleges  and  universities. 

The  budget  recommendations  for  the  university  system 
reflect  this  growth.  These  recommendations  also  reflect  an 
earnest  desire  to  maintain  quality  in  Montana  education  and 
to  improve  it  where  necessary. 

Even  though  the  total  dollar  amounts  seem  large,  the 
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requests,  unfortunately,  include  little  in  the  way  of  new  or 
expanded  programs.  In  our  University  System,  nearly  $8 
out  of  each  $10  goes  directly  to  salaries  of  teaching  staff. 

This  is  where  most  of  our  education  dollars  must  be  spent 
because  quality  education  depends  ui)on  ([uality  teaching. 

It  is  here  that  students  and  tax])ayers  eitlier  gain  or  lose. 
The  University  Inidget  reconnnendations  which  you  are  being 
asked  to  study  indicate  cleai'ly  that  Montana  is  stressing 
quality. 

In  the  field  of  education,  consideration  also  should  be 
given  to  the  manner  of  com})uting  payments  to  our  Teachers' 
Retirement  System.  1  reconnnend  to  you  that  our  law  be 
changed  to  permit  payments  and  benefits  to  be  comi)uted  on 
the  full  amount  of  teachers'  salaries  rather  than  the  existing 
arbitrary  limit  of  $7,000  per  year. 

In  1963  our  state  legislature  created  a  Division  of  Archi- 
tecture and  Engineering  within  the  Department  of  Admin- 
istration, 

This  department  was  given  th<'  res])onsibility  for  orig- 
inating a  sound  building  2)rogram  for  ^[ontana  which  could 
be  recommended  to  tlie  legislature  l)y  the  Governor. 

This  j)rogram  has  functioned  well  and  I  am,  today,  recom- 
mending a  state  building  program  for  the  next  biennium. 

Through  their  apjjroval  of  Referendum  64,  the  people  of 
the  state  have  directed  us  to  proceed  innnediately  with  plans 
for  a  long  range  building  })rogram. 

I  applaud  their  willingness  to  cure  the  building  deficien- 
cies at  our  state  institutions  and  to  accommodate  ever  in- 
creasing enrollments  on  our  university  campuses. 

They  have  given  Montana  government  building  authority 
it  has  long  needed. 

The  total  building  proposal  is  $26.9  million  for  buildings 
on  our  university  campuses,  at  our  state  institutions  and  in 
other  areas  of  the  state.  Of  this  amount,  $5.6  million  is  an- 
ticipated in  earmarked  revenue  and  from  self-licjuidating 
sources.  Also  anticipated  is  a  total  of  $5.2  million  in  federal 
funds.  A  total  of  $16.1  million  should  be  authorized  in  state 
])ond  sales  based  on  tobacco  tax  revenues. 

I  call  your  special  attention  to  the  Soldiers'  Home  at 
Columbia  Falls.  In  the  state  homes  which  are  provided  for 
aged  and  veterans,  we  should  be  able  to  offer  an  atmosphere 


that  will  provide  residents,  in  their  deelininii;  years,  as  niiieh 
jDeace  and  contentment  as  can  ])ossil)ly  be  made  availal)le. 

To  this  end,  I  again  reconnnend  most  earnestly  an  appro- 
2)riation  adequate  to  construct  a  new  Soldiers'  Home.  Either 
we  should  do  this  ...  or  we  should  close  the  outdated  and 
dangerous  facility  which  exists  at  present. 

I  am  certain  that  all  of  you  are  aware  of  my  keen  d(\sire 
to  proceed  with  an  effective  building  ])rogram  for  our  state. 
It  is  an  issue  Avhicli  has  been  clearly  stated  in  each  of  my  mes- 
sages to  the  legislature.  The  ])rogram  has  had  its  share  of 
past  difficulties  but  these  are  behind  us  and  solid  advance- 
ment lies  ahead. 

The  state  l)uilding  plan  is  ambitious  but  sound.  C^onsider- 
ing  the  need,  the  financing  now  available  and  the  tight  money 
slow  down  in  private  construction,  there  is  no  better  time  for 
an  ambitious  ])rogram.  I  ask  you  to  authorize  the  construc- 
tion of  projects  included  in  the  building  proposal. 

We  are  fortunate  to  have  an  ade([uate  supply  of  water 
along  our  major  streams,  although  we  sometinu^s  experience 
local  shortages  on  some  tributaries.  AVe  nmst  take  inunediate 
steps  to  establish  our  ])rior  right  to  these  waters  for  our 
present  and  future  needs. 

Nothing  is  more  vital  to  a  modern  economy  than  water. 
No  source  will  play  a  more  important  role  in  Afontana's 
future. 

Foreseeable  needs  indicate  that,  for  industry  alone,  our 
state  will  retjuire  a  70  percent  increase  in  the  amount  of  water 
presently  being  used.  To  this  must  be  added  future  water 
needs  for  agriculture,  the  backbone  of  Montana's  economy. 

Claims  from  other  areas  on  the  waters  of  the  state,  if 
established,  could  restrict  severely  our  use  of  our  Mater  and 
tlierel)y  limit  the  state's  general  development. 

I  urge  a  $21/0  million  appropriation  to  construct  facilities 
to  satisfy  inmiediate  needs  and  sufficient  to  allow  for  the  com- 
pletion of  a  long  range  program  to  put  this  resource  to  use. 

A  complete  inventory  of  ground  Avater  is  an  urgent  neces- 
sity. The  25-year  plans  present  under  way  for  the  beneficial 
ai)plication  of  Montana  water  should  be  vigorously  pursued. 

All  of  Montana's  water  development  i)rograms  cannot  be 
completed  in  one  year  ...  or  five  .  .  .  nor  should  they  be. 

During  the  orderly  construction  of  conservation  and  use 
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facilities,  this  resource  should  not  be  subject  to  out  of  state 
pirateering. 

The  strongest  kind  of  declaration  of  ]\[ontana  policy  must 
be  that  of  ''hands  off"  of  any  water  needed  here  for  the  long 
range  growth  of  this  state. 

In  keeping  Avith  the  theory  of  a  stronger  state  govern- 
ment, I  urge  that  you  give  favorable  consideration  to  pro- 
i:)0sals  of  agriculture,  business  and  industry  which  would  pro- 
vide self  help  programs. 

For  instance,  in  the  case  of  grains,  it  is  evident  that  our 
future  lies  in  the  field  of  further  development  of  production 
and  use.  I  ask  that  you  determine  a  method  whereby  the 
quality  and  quantity  of  our  agricultural  products  can  be  im- 
proved through  research  and  marketing  activities.  This 
could  be  accomi)lished  by  the  creation  of  an  adequately  self- 
financed  grower  grouj)  or  through  state  financing. 

Montana's  highway  program  is  on  schedule  and  its  inter- 
state system  should  be  constructed  to  four-lane  standards  by 
1973  in  accordance  with  the  Federal  Highway  Act  of  196(). 

However,  highway  funds  ])rovided  by  the  state  for  match- 
ing monies  never  have  been  in  more  vital  demand  than  now 
because  of  stringent  regulations  recently  enacted  by  the  C^on- 
gress. 

In  passing  the  Highway  l^eautification  Act,  Congress 
gave  federal  agencies  authority  to  withhold  as  much  as  20 
percent  in  federal  aid  apportionments  from  states  which 
failed  to  comply  with  the  regulations  set  forth. 

Another  10  percent  penalty  was  added  for  states  which 
fail  to  conqoly  with  the  Federal  Highway  Safety  Act. 

Coupled  with  all  of  this  is  recent  action  taken  by  the 
President,  who  cut  the  federal  aid  program  for  highways  $8 
million  for  the  coming  year  in  Montana. 

\Miile  the  highway  program  will  be  curtailed  because  of 
the  Presidential  decision,  Montana  cannot  afford  30  percent 
in  penalties  which  Avill  be  exacted  at  the  national  level  should 
no  legislative  provision  Ije  made  for  iiiqjlemcntation  of  the 
federal  beautification  and  highway  safety  i)rograms.  The 
state  has  been  forced  once  more  into  a  position  whei-e  it  is  left 
no  room  for  argument. 

In  connection  with  highway  safety,  I  ask  that  you  add  100 
officers  to  the  IMontana  HighM-ay  Patrol.    AVliilc  sul)stantial. 


this  increase  still  would  leave  our  patrol  at  ininiiiuim  man- 
power standards. 

At  ])resent,  (^acli  Montana  pati'olnian  covi^rs  and  serves 
more  area  per  ])atrolman  than  in  any  other  state. 

Tn  the  intei-ests  of  brevity  and  mindfnl  of  normal  ea])acity 
for  endurance,  T  urge  the  following: 

That  the  State  Advertising  De])artment  budget  be  in- 
creased fi'om  $150,000  to  $250,000  so  that  ^Montana  can  enjoy 
the  advantages  of  a  stepped  up  travel  promotion  program.  As 
you  know,  revenues  for  State  Advertising  come  from  highway 
gas  tax  returns  and  in  no  way  affect  Montana's  General  Fund. 
Vacation  travel  y(^ar  around  is  one  of  Montana's  brightest 
areas  of  economic  activity. 

That  thorough  study  be  given  tlu^  Fish  and  Game  Com- 
mission's proposal  to  increase^  license  fcn^s.  There  is  no  bigger 
bargain  in  this  state  than  the  very  nominal  fee  one  nuist  pay 
to  enjoy  bountiful  Imnting  and  fishing  privileges. 

That  a  substantial  appropi'iation  be  granted  to  finance 
a  growing  and  vitally  needed  state  j^arks  system.  By  compari- 
son with  other  vacation-conscious  states,  Montana  is  weak  in 
the  state  parks  area  of  activity. 

That  a  sound  air  pollution  law  be  enacted  which  will  ])er- 
mit  industry  and  busin<'ss  to  o])erate  and,  at  the  same  time, 
safeguard  the  health,  comfort  and  well  being  of  our  citizenry. 
Instances  of  wanton  disregard  of  the  public  interest  have  dem- 
onstrated the  need  for  this  kind  of  legislation  but  discussions 
in  recent  months  have  been  based  on  as  much  emotion  as  fact. 

There  are  certain  to  be  sev(^ral  air  pollution  bills  intro- 
duced in  this  session  of  the  legislature.  One  deserving  of 
every  consideration  is  that  being  proposed  by  the  Air  Pollu- 
tion C^ouncil,  a  bi-partisan  group  ajipointed  by  the  Board  of 
Health  which  Avorked  long  and  diligently  to  draw  an  air  ])ollu- 
tion  liill  A\hich  would  serve  Montana's  needs. 

Before  the  legislature  two  years  ago,  I  asked  that  par- 
tisanship give  way  to  partnership.  In  Montana's  interests,  I 
urge  this  once  more. 

In  none  of  your  discussions  is  that  attitude  more  essen- 
tial than  in  your  consideration  of  air  i)ollution  legislation. 

As  you  have  reason  to  be  very  much  aware,  I  cannot 
agree  to  legislation  which  is  punitive. 

That  provision  be  made  to  pay  a  state  bonus  to  Montana 
veterans  of  the  Viet  Nam  conflict. 
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That  the  voting  age  in  Montana  be  lowered  to  include 
persons  of  18  years.  As  a  member  of  this  body,  I  twice  voted 
for  bills  which  wonld  have  given  voting  privileges  to  many 
young  Montanans.  AYe  get  a  clearer  picture  of  the  devoted 
performance  to  adult  duties  we  have  come  to  expect  of  18  year 
olds  during  time  of  war.  My  experience  with  young  peojDle  in 
this  state  leads  me  to  the  conclusion  that  they  are  well 
equipped  for  the  privileges  of  voting  .  .  .  ])erhaps  better  so 
than  some  of  their  elders. 

That  thoi'ough  study  be  given  ^Montana  Arts  Council  pro- 
posals to  provide  for  ^Montana's  participation  in  a  national 
program  of  bringing  tlie  arts  to  the  people  of  the  state. 

That  api)ro\al  Ix'  given  legislation  designed  to  revise 
Montana's  dated  cor])oration  and  criminal  procedure  statutes. 
Connnittees  of  outstanding  attorneys  have  worked  long  and 
hard  dui'ing  the  past  two  years  to  make  these  revisals  pos- 
sible. Additionally,  it  is  my  ho])e  that  the  Criminal  Lavr  Com- 
mission will  1)('  continued  by  this  l)ody  so  that  the  sul)stantive 
criminal  law  can  receive  a  l)adly  needed  revision. 

That  state  employees  be  more  realistically  reimbursed 
for  housing  and  meals  in  out  of  state  ti'avel  and  that  allow- 
ances be  adjusted  for  in-state  travel. 

I  am  disturbed,  as  are  many  of  you,  at  the  disparity  be- 
tween state  salaries,  particularly  as  they  compai'e  with  those 
l)aid  in  our  school  system,  in  private  industry  and  at  the  fed- 
eral level. 

At  our  institutions,  we  are  asking  competent  attendants 
to  accept  pre-AVorld  AVar  2  wages  for  the  imjjortant  tasks 
assigned  them.  As  a  result,  the  em])loyee  turnover  is  rapid 
and  many  who  have  served  us  well  find  em])loyment  else- 
where. Some  stay  out  of  loyalty  to  the  institutions  and  dedi- 
cation to  their  work  because  they  find  satisfaction  in  hel])ing 
human  beings.  They  deserve  better  compensation  than  they 
are  receiving.  I  urge  that  you  study  their  salary  schedules 
and  make  substantial  adjustments  of  them. 

Salaries  for  elected  officials,  department  heads  and  key 
employees  at  state,  county  and  municipal  levels,  should  be 
increased  in  keeping  with  present  day  financial  demands. 
Particular  attention  should  be  given  the  com])ensation  paid 
district  and  supreme  court  judges.  Consideration  also  should 
be  given  a  provision  to  create  a  state  retirement  system  foi- 
our  judges  with  benefits  at  a  level  which  would  permit  a 
jurist  to  leave  the  bench  and  live  in  modest  comfort. 
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It  lias  been  the  ambition  of  this  state  to  j^rovide  a  sound 
economy  "wliieh  would  make  availa])le  more  jobs  and  increased 
payrolls.  jNIontana's  high  em])loyment  rate,  one  of  the  best  in 
the  nation,  and  its  low  rate  of  miem])loYment  is  testimony  to 
the  fact  that  the  ^\■orking■man  in  our  state  is  sharing  m  our 
general  i)rosi)erity. 

This  is  the  result  of  the  substantial  and  divei-sified  in- 
dustrial growth  vdiich  we  have  the  privilege  to  enjoy.  State 
])romotional  activities  have  been  a  contributing  factoi-  in  our 
industrial  development  and  our  State  Planning  Board  has 
justified  its  existence  in  excellent  fashion. 

It  is  my  reconnnendation  that  we  sei)arate  the  State  Plan- 
ning Board  from  the  AVater  C'onserxation  Board  and  create  a 
five-man  Industrial  Planning  CV)nunission.  The  Conunission 
should  be  i)rovided  with  adccpiate  funds  to  carry  forth  its  in- 
dustrial promotion  missions  on  behalf  of  the  state. 

Like  all  four-season  states,  Montana  expects  [x-riods  of 
seasonal  unemijloyment  each  year.  Weekly  benefits  paid  to 
Montana  workers  under  the  Unemployment  Compensation 
Act  are  among  the  lowest  in  the  nation.  The  maximum  pay- 
ment now  represents  only  32  ])ercent  of  the  average  weekly 
\\-age  paid  in  Montana. 

In  recent  years,  we  hax'e  had  reason  for  grave  concern 
that  contributions  to  the  fund  have  failed  to  equal  benefit 
payments. 

I  would  urge  that  you  increase  benefits  to  at  least  40  per- 
cent of  the  average  weekly  wage  and  tighten  eligibility  re- 
({uircments  so  that  we  pay  benefits  only  to  the  deserving.  In- 
creased funds  should  be  provided  through  a  revision  of  con- 
tribution sections  so  that  along  with  additional  revenues, 
e([uity  is  achicn'ed. 

I  call  your  attention  to  the  Connnittee  on  Problems  of 
Aging  in  ^Montana,  which  is  serving  ()7,000  residents  of  our 
state  who  are  in  this  classification.  The  situation  of  many  of 
these  worthy  citizens  is  deplorable.  Unfortunately,  social  se- 
curity does  not  reach  many  of  them  nor  has  it  taken  into  ac- 
count the  inflationary  tendencies  of  the  last  decade. 

The  Aging  Conmiitt(M'  has  presented  a  modest  request  of 
$12,500  each  year  for  the  next  biennium  and  I  ask  that  this 
be  ai)])r()\'ed.  This  will  be  matched  on  a  dollar  for  dollar  basis 
and  it  is  possible  the  federal  government  will  ])rovide  addi- 
tional large  sums  for  projects  within  the  states. 

The  connnittee  may  be  compelled  to  close  its  opf^-ations 
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on  March  1,  1967,  unless  a  supplemental  appropriation  of 
$3,879  is  made  to  carry  the  staff  until  July  1.  It  would  be 
unfortunate  if  the  committee's  activities  are  allowed  to  lapse 
since  there  are  a  number  of  important  projects  in  operation, 
including  one  at  the  State  Training  School  at  Boulder  for  125 
retarded  residents. 

Montana  is  losing  millions  of  dollars  in  gross  income  each 
year  because  of  our  citizens  moving  to  other  states  when  they 
reach  retirement  age.  I  suggest  that  it  would  j^rofit  Montana 
to  offer  special  inducements  in  the  way  of  housing  and  even 
tax  and  pension  benefits  to  citizens  who  have  earned  their 
competence  within  ^lontana  and  remain  here  to  join  in  the 
state's  activities. 

Incidentally,  I  recpiest  that  the  C'onmiittee  be  renamed  the 
Connnission  on  Aging. 

Two  years  ago,  I  vetoed  a  bill  whicii  would  have  created 
a  legislative  post  audit  of  administrative  agencies.  I  still  be- 
lieve such  a  pro]iosal  to  be  contrary  to  the  constitutional  di- 
vision of  ])ower  between  the  legislative  and  executive  branches 
and  that  it  would  create  anotlnn'  expensive  dei)artment. 

Tn  view  of  this,  I  would  pro])ose  that,  first,  tlie  duties  of 
the  State  Examiner,  as  set  forth  in  the  statutes,  be  amended 
so  as  to  re(iuire  the  examination  of  all  state  agencies,  rather 
than  only  those  Avhich  handle  cash  receipts  or  disbursements. 
Second,  I  would  ])roi)Ose  the  establishment  of  an  auditing 
bureau  within  the  State  Examiner's  office  to  ])erform  stand- 
ard audits  of  selected  agencies. 

The  ])ureau  Avould  rejjort  its  findings  to  the  (lovc^rnor, 
the  Attorney  General,  the  Legislative  Council  and  to  each 
legislativt^  session.  In  this  manner,  I  believe  the  state  can  o1)- 
tain  ([uality  ])rotection  at  a  reasonable  cost. 

As  is  easily  ajiparent,  "Operation  Liftoff"  is  an  expensive 
program.  It  is  one  calling  for  intelligent  thought  and  the 
courage  to  achieve.  Obviously,  it  is  one  calling,  as  well,  for 
new  revenue  sources. 

I  would  point  out  to  you  that,  throughout  the  United 
States  today,  there  is  growing  concern  aliout  the  role  of  the 
states  in  American  government.  Five  years  ago,  proposals 
that  tlie  federal  government  share  nuicli  needed  revenues  Avith 
the  states  received  little  or  no  attention.  This  is  beginning  to 
change  with  the  realization  that  states  are  becoming  only  ad- 
ministrative agencies  for  federal  authorities.    The  imbalance 
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in  our  national  tax  stnietnre  is  leaving  states,  like  the  cities, 
starving  in  the  midst  of  plenty. 

The  day  is  not  far  removed,  I  l^^ieve,  when  the  national 
government  will  be  required,  by  any  of  several  means,  to  share 
revenue  returns  with  the  states.  This  lies  in  the  future,  how- 
ever, and  we  are  concerned  Avith  today. 

Nevertheless,  I  ask  that  you  memorialize  Congress  ui'ging 
it  to  s])eed  action  to  ])rovide  a  fair  tax  sharing  plan  Ix'tween 
the  federal  government  and  the  states.  The  strength  of  our 
nation  lies  in  the  strength  of  its  states. 

Tlie  financial  trou])h'S  which  plague  Montana  and  every 
other  state  are  the  untpiestioned  result  of  a  national  tax  struc- 
ture which  has  conunandeered  almost  every  available  revenue 
dollar. 

The  |)eoi)le  of  the  State  of  Montana  pay  annually  nearly 
$500  million  in  taxes.  Of  this  amount,  65  percent  goes  to  the 
federal  government;  20  percent  goes  for  the  operations  of 
political  su1)divisions  of  Montana  and  only  15  percent  re- 
mains. 

When  that  15  i)ercent  is  to  be  used  to  operate  the  State 
of  Montana  and  to  match  the  grants  that  are  offered  out  of 
the  other  65  percent,  the  mathematics  become  somewhat  im- 
possible. 

In  1962,  the  federal  government  collected  al)out  $149,339,- 
000  more  in  taxes  from  Montanans  than  its  direct  expendi- 
ture in  the  state.  Tn  1963,  federal  taxes  ]mid  l)y  Montanans 
over  direct  federal  expenditures  were  about  $121,000,000  and 
in  1964  they  were  $22  million. 

Much  |)ublicized  statements  that  Montana  receives  more 
in  federal  funds  each  year  than  its  ])eo])le  pay  in  federal 
taxes  obviously  do  not  square  with  the  facts. 

It  is  of  interest  that  during  the  three  years  from  1962 
through  1964,  the  federal  governuK^nt's  increased  tax  reve- 
nues from  Montana  averaged  $12,313,000  annually.  By  com- 
parison, the  increase  in  state  taxes  during  the  same  period 
was  an  average  of  $1,349,000  annually. 

AVe  ha\'e  been  left,  as  you  see,  with  little  recourse  except 
to  meet  our  financial  obligations  by  increasing  taxes  here 
and  there  on  a  hodge-podge  basis.  No  longer  will  such  a  pro- 
gram of  expediency  meet  today's  demanding  needs.  No 
longer,  either,  can  we  continue  to  lieaj)  more  and  more  taxes 
on  property  owners. 
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We  have  one  last  untapped  source  of  major  revenue  to 
which  we  can  turn.  It  is  one  which  has  been  adopted  by  43  of 
the  50  states  and  Avliicli  will  be  adopted  by  still  more. 

That  source  is  a  sales  tax. 

Almost  weekly,  the  federal  government  makes  available 
certain  services  .  .  .  but  only  if  the  states  are  willing  to  par- 
ticipate and  provide  matching  funds  with  those  coming  from 
AVashington,  D.  C. 

All  of  the  states  around  us  .  .  .  every  state  west  of  the 
Mississippi  River,  except  Nebraska,  Oregon  and  Montana  .  .  . 
have  available  for  these  matching  funds  the  revenues  from  a 
sales  tax.  For  Montana  to  continue  without  this  .  .  .  the  larg- 
est revenue  producer  of  them  all  .  .  .  puts  us  at  serious  dis- 
advantage. 

My  position  on  a  sales  tax  in  Montana  is  that  it  should 
be  referred  to  the  people  of  the  state.  I  in  no  way  deviate 
from  that  stand.  This  Avould  be  a  drastic  change  in  our  tax 
policy  and  a  decision  of  so  much  importance  ])roperly  belongs 
with  the  peoi^le. 

My  request  to  this  assembly  is  this : 

I  ask  that  you  pass  a  referendum  measure  calling  for  a 
3  percent  sales  tax  and  that  this  go  to  the  people  for  their  vote 
in  a  special  election  during  the  month  of  May. 

If,  by  chance,  the  measure  fails  to  achieve  a  majority,  I 
will  call  you  into  sjiecial  session  to  seek  an  alternate  source 
of  revenue  for  Montana  or  take  what  other  action  necessity 
demands. 

A  3  percent  sales  tax,  using  the  formula  adopted  by  South 
Dakota,  will  bring  the  state  about  $77  million  for  the  biennium 
after  the  costs  of  collection. 

In  addition  to  providing  the  dollars  necessary  to  Mon- 
tana's basic  needs,  this  will  bring  about  long  overdue  prop- 
erty tax  relief  and  tax  ecjuity.  It  will  allow  the  state  to  move 
forward  in  the  following  areas : 

1.  It  will  provide  $25.8  million  for  new  foundation  pro- 
gram schedules.  It  will  allow  the  state  to  support  85  percent 
of  the  foundation  program,  increasing  substantially  the  equity 
of  our  financing  of  primary  and  secondary  education. 

2.  AVithout  im])airing  other  programs,  it  will  allow  $1 6.4 
million  of  general  fund  support  necessary  to  maintain  the 
current  position  of  the  university  system. 
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3.  It  will  eliminate  the  necessity  for  renewing  the  6-mill 
university  levy,  thus  directly  relieving  $10.1  million  in  prop- 
erty taxes. 

4.  It  will  permit  an  income  tax  credit  of  $10  per  de- 
pendent, providing  income  tax  relief  in  the  amount  of  $9.8 
million. 

5.  It  will  make  available  additional  general  fund  sup- 
port for  our  pu])lic  institutions  in  the  amount  of  $5.0  million. 

().  It  will  provide  nearly  $3  million  for  the  construction 
of  new  water  projects  and  for  the  development  of  a  compre- 
hensive plan  for  the  use  of  Montana's  water. 

7.  It  will  make  it  possible  for  the  state  to  ])rovide  $2 
million  in  aid  to  our  cities. 

8.  It  will  make  it  possible  for  the  state  to  begin  a  basic 
program  of  vocational  education,  Avith  $1,500,000  initially 
available  for  this  purpose. 

9.  It  will  ])rovide  $1,619,500  to  expand  medical  services 
to  needy  ])ersons  under  the  provisions  of  Medicaid  or  Title 
19  of  the  Social  Security  Act. 

This,  then,  concludes  my  revenue  ai)i)roach  to  the  ])r()b- 
lems  of  government  in  Montana.  In  a  very  short  time,  you  will 
receive  the  State  Budget  Bo(^k  .  .  .  the  contents  of  which  re- 
flect the  long  hours  and  detailed  work  which  the  Budget  Di- 
rector and  his  staff  have  put  into  it.  Within  this  book  are  out- 
lined the  other  essential  needs  of  the  state,  and  you  are  cer- 
tain to  become  extremely  familiar  with  it  during  the  next  60 
days. 

At  the  Ix'ginning  of  this  joint  session,  we  i)aused  to  ask 
for  s])iritual  guidance  in  making  decisions  for  the  peo])le  of 
Montana. 

Let  us  rememlK'r  that  this  responsibility  is  too  great  for 
any  of  iis  as  individuals  .  .  .  but  that  together,  in  a  spirit  of 
brotherhood  and  mutual  understanding  ,  .  .  we  can  make  these 
decisions  with  the  wisdom  and  courage  which  our  people  have 
entrusted  to  us. 

I  extend  to  all  of  you  my  personal  best  wishes. 


-14- 


Statement  of  Governor's  Recommendations  for  New  Revenue 

and  New  or  Expanded  Expenditure  Programs 

for  the  Biennium  Ending  June  30,  1969. 

Estimated  Sales  Tax  Revenue  (3%)  (Based  upon  South 

Dakota  type  tax)  $78,700,000 

Less  Administrative  Costs  1,574,000 


Net  Sales  Tax  Revenue  $77,120,000 

Less : 

Financing  for  Appropriations  in  excess 
of   Revenue    per   Budget   Book    (See 

Page  iii)   $21,087,151 

New  or  Expanded  l^i-ograms : 
To  finance  new  Founda- 
tion Pi'ogram  schedules 
and  increase  state  sup- 
port of  Foundation  Pro- 
gram to  85%  $25,800,000 

Replace    6-]\Iill   University 

Lew  10,110,000 

Aid  to  Cities  2,000,000 

Vocational  Education  1,500,000 

Medicaid— Title  19,  Social 

Security  Act   1,619,500 

Department  of  Public  Institutions : 
Juvenile     Reception     and 

Evaluation  Center  221,757 

Care  for  Aged,  Pulmonary 

Disease  Hospital  422,490 

Water  Conservation  Board : 
Constrnction  of  New  Water 

Projects     2,500,000 

River   Basin    Commissions  220,400 

Ultimate  Water  Needs 

Study    233,600 

Personnel  Study  101,000 

Air  Pollution  Control  75,000 

State  Examiner — -Agency 

Audit  Program  105,000       44,908,747 


Credit   of  $10.00  per   dependent,   per   in- 
dividual income  tax  return  9,800,000 


Total   1  )eductions   $75,795,898 


Estimated  General  Fund  Balance,  June  30,  1969  $  1,330,102 
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